Council of Ministers

Government agrees on path of budget stability and forecasts economic growth of
1.6% in 2020

Moncloa Palace, Madrid, Tuesday 11 February 2020

The Council of Ministers presented the multiannual budget stability targets and the ceiling on
spending for 2020, which include reducing the public deficit and debt, without endangering growth or
job creation.

The stability target for all tiers of government - Central Government, regional governments and local
authorities - and for the social security system stands at 1.8% of the Gross Domestic Product (GDP) for this
year, and the forecast for the next three years is for a reduction of 0.3% per annum to reach 0.9% of GDP by
the year 2023.

The Government Spokesperson and Minister for the Treasury, Maria JesUs Montero, explained that the
greatest effort will be made by Central Government, which must reduce its deficit by 0.8% this year, from the
1.32% recorded in 2018 to 0.5% in 2020. Regional governments must reduce their deficit by 0.1% to stand at
0.2% and the social security system by 0.3% to stand at 1.1%. Local authorities will continue with a deficit
target of zero.

Maria Jesus Montero recalled that the Fiscal and Financial Policy Council approved these targets last Friday,
which were also ratified on Monday by the National Commission for Local Authorities in relation to local
councils and other local authorities.

As regards the public debt targets, the minister asserted that the forecast is to reduce them from 96%, the
percentage that 2019 will foreseeably be closed at, to 89.8% by the year 2023.

In terms of the limit on the State's non-financial spending, or maximum ceiling on resources available for the
budget year, the sum of 127.61 billion euros has been set for 2020, up 3.8% on the figure for 2019.

In turn, the rule on spending is set at 2.9% for 2020, and at 3%, 3.2% and 3.3%, respectively, for the following
three years.
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Approval by Lower House, preliminary step for 2020 National Budget

The minister argued that the targets are in line with the European Union's fiscal rules, they are realistic and
they guarantee that Spain will continue to reduce its public deficit and debt at a rate "that does not harm
growth or job creation”.

Maria Jesus Montero expressed her confidence in the approval of this path of multiannual stability by the
Lower House, which would help in the drafting and passage through Parliament of the National Budget for
2020.

The Minister for the Treasury considered that "to continue milking the current already extended Budget is no
longer possible" given that "this prejudices citizens as a whole and holds back public investment".

Maria Jesus Montero advocated having new public accounts available as soon as possible that allow the
pillars of the Welfare State to be improved and action to be taken on priority issues such as "the reduction of
inequality, the defence of the interests of the middle class and working class, a just ecological transition, the
digital challenge and the fight against poverty, particularly child poverty".

Prudent macro-economic chart

The government estimates that the economy will grow by 1.6% in 2020 and will stabilise during the coming
years against a volatile international backdrop.

The Vice-President of the Government and Minister for Economic Affairs and Digital Transformation Nadia
Calvifio, argued that the forecasts contained in the macro-economic chart for the years 2020-2023 are prudent
and in line with the forecasts of national and international bodies, which point to growth in Spain continuing
above the European Union average in the coming years. "Our action is guided by the principle of prudence,
responsibility and realism. This is the line we have followed and that has allowed us to regain the trust of
investors in the Spanish economy", she said.

The document, explained Nadia Calvifio, provides for the need to combine assertive growth with the
sustainability of the public accounts. "Our goal is to reduce the public deficit and debt as soon as possible
without endangering economic growth and job creation, in order for the debt ratio to the Gross Domestic
Product to stand at below 90% by the end of the term of office”, she added.

The Vice-President of the Government highlighted that the Spanish economy closed the year 2019 n a
positive note, with average growth of 2%, according to the advance statistics published by the National
Statistics Institute. She also stressed that this "is more robust and balanced growth than in previous expansive
phases”, as can be witnessed in the balance between internal and external demand".

At present, remarked Nadia Calvifio, Spain is growing, unemployment is falling, there is a current account
surplus and exports have maintained, and even gained, market share.

Improvement in employment

As regards employment, the Vice-President of the Government underlined that it has remained in line with the
economic cycle and the dynamic nature of the job market during the fourth quarter of 2019, which has led to
the year closing with nearly 20 million people in work, one million more than 10 years ago.

The government expects job creation to adjust to the trends of the Gross Domestic Product (GDP) in the
coming years, with a reduction in the unemployment rate and an increase in the active population. In this
regard, unemployment is expected to stand at 13.6% this year and fall to 12.3% by the year 2023.



